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subsequent adjustments made pursuant
to the actual allocation of costs.

(b) Notwithstanding any other provi-
sion of this part, no interest liabilities
will be incurred or calculated for indi-
rect costs and administrative costs,
provided the funding conventions de-
scribed in paragraph (a) of this section
are properly applied.

§205.19 How is interest calculated?

(a) A State must calculate Federal
interest liabilities and State interest
liabilities for each Federal assistance
program subject to this subpart A.

(b) The interest rate for all interest
liabilities for each Federal assistance
program subject to this subpart A is
the annualized rate equal to the aver-
age equivalent yields of 13-week Treas-
ury Bills auctioned during a State’s fis-
cal year. We provide this rate to each
State.

(c) A State must calculate and report
interest liabilities on the basis of its
fiscal year. A State must ensure that
its interest calculations are auditable
and retain a record of the calculations.

(d) As set forth in §205.9, a Treasury-
State agreement must include the
method a State uses to calculate and
document interest liabilities.

(e) A State may use actual data, a
clearance pattern, or statistical sam-
pling to calculate interest. A clearance
pattern used to calculate interest must
meet the standards of §205.20. If a State
uses statistical sampling to calculate
interest, the State must sample trans-
actions separately for each Federal as-
sistance program subject to this sub-
part A. Each sample must be represent-
ative of the pool of transactions and be
of sufficient size to accurately rep-
resent the flow of Federal funds under
the Federal assistance program, includ-
ing seasonal or other periodic vari-
ations.

(f) For the first year in which a Fed-
eral assistance program is covered in a
Treasury-State agreement, funds
transfers that occur prior to the first
day of the State’s fiscal year must not
be included in interest calculations and
are not subject to the interest liability
provisions of this part.
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§205.20 What is a clearance pattern?

States use clearance patterns to
project when funds are paid out, given
a known dollar amount and a known
date of disbursement. A State must en-
sure that clearance patterns meet the
following standards:

(a) A clearance pattern must be
auditable.

(b) A clearance pattern must accu-
rately represent the flow of Federal
funds under the Federal assistance pro-
grams to which it is applied.

(c) A clearance pattern must include
seasonal or other periodic variations in
clearance activity.

(d) A clearance pattern must be based
on at least three consecutive months of
disbursement data, unless additional
data is required to accurately rep-
resent the flow of Federal funds.

(e) If a State uses statistical sam-
pling to develop a clearance pattern,
the sample size must be sufficient to
ensure a 96 percent confidence interval
no more than plus or minus 0.25
weighted days above or below the esti-
mated mean.

(f) A clearance pattern must extend,
at a minimum, until 99 percent of the
dollars in a disbursement have been
paid out for Federal assistance pro-
gram purposes.

(g) We and a State may agree to
other procedures, such as estimates to
project when funds are paid out when
the dollar amount and/or the timing of
disbursements are not known.

§205.21 When may clearance patterns
be used?

(a) A State may develop a clearance
pattern for:

(1) An individual Federal assistance
program;

(2) A logical group of Federal assist-
ance programs that have the same dis-
bursement method and type of payee;

(3) A bank account;

(4) A specific type of payment, such
as payroll or vendor payments; or

(5) Anything that is agreed upon by
us and a State. If a clearance pattern is
used for multiple Federal assistance
programs, a State must apply the
clearance pattern separately to each
Federal assistance program when
scheduling funds transfers or calcu-
lating interest.



§205.22

(b) As set forth in §205.9, a Treasury-
State agreement must include the
method a State uses to develop and
maintain clearance patterns.

§205.22 How are accurate clearance
patterns maintained?

(a) If a State has knowledge, at any
time, that a clearance pattern no
longer reflects a Federal assistance
program’s actual clearance activity, or
if a Federal assistance program under-
goes operational changes that may af-
fect clearance activity, the State must
notify us, develop a new clearance pat-
tern, and certify that the new pattern
corresponds to the Federal assistance
program’s clearance activity. Clear-
ance patterns will remain in effect
until a new clearance pattern is cer-
tified.

(b) An authorized State official must
certify that a clearance pattern cor-
responds to the clearance activity of
the Federal assistance program to
which it is applied. An authorized
State official must re-certify the accu-
racy of a clearance pattern at least
every five years. If a State develops a
clearance pattern for a bank account
or a specific type of payment, or on an-
other basis, as set forth in §205.21, we
may prescribe other requirements for
re-certifying the accuracy of the clear-
ance pattern. A State can begin to use
a new clearance pattern on the date
the new clearance pattern is certified.

§205.23 What requirements apply to
estimates?

The following requirements apply
when we and a State negotiate a mutu-
ally agreed upon funds transfer proce-
dure based on an estimate of the
State’s immediate cash needs:

(a) The State must ensure that the
estimate reasonably represents the
flow of Federal funds under the Federal
assistance program or program compo-
nent to which the estimate applies.
The estimate must take into account
seasonal or other periodic variations in
activity throughout the period for
which the Federal funds are available.

(b) As set forth in §§205.9 and 205.10, a
Treasury-State agreement must in-
clude the method a State uses to de-
velop, maintain, and document the es-
timate.
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§205.24 How are accurate estimates
maintained?

(a) If a State has knowledge that an
estimate does not reasonably cor-
respond to the State’s cash needs for a
Federal assistance program or program
component, or if a Federal assistance
program undergoes operational
changes that may affect cash needs,
the State must immediately notify us
in writing. We and the State will
amend the funding technique provi-
sions in the Treasury-State agreement
or take other mutually agreed upon
corrective action.

(b) When estimates are properly up-
dated and applied, a State or Federal
interest liability may or may not ac-
crue, depending on the terms of the
Treasury-State agreement.

(c) We may require a State to justify
in writing that it is not feasible to use
a more efficient basis for determining
the amount of funds to be transferred
under the Federal assistance program
or program component to which an es-
timate is applied. We may prescribe re-
quirements for certifying the reason-
ableness of an estimate.

§205.25 How does this part apply to
certain Federal assistance pro-
grams or funds?

(a) Special rules apply to certain
Federal assistance programs or funds
described in this section. To the extent
the provisions of this section are incon-
sistent with other provisions of this
part, this section applies.

(b) A State’s interest liability on
funds withdrawn from its account in
the UTF equals the actual interest
earned on such funds less the related
banking costs. Actual interest earned
does not include non-cash bank earn-
ings. If funds withdrawn from the State
account in the UTF are commingled
with other funds, a proportionate share
of interest earnings and banking costs
must be allocated to the funds with-
drawn from the State account. Interest
liabilities on funds withdrawn from a
Federal account in the UTF, except the
Federal Unemployment Account, are
calculated in accordance with §205.19.

(c) Supplemental Security Income. (1)
Except as provided in 42 U.S.C. 1382e(d),
the Federal government incurs an in-
terest liability from the day State



